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The Suburban Shopping Center 
by MYRON S. HEIDINGSFIELD* 


The suburban shopping center, an out- 
growth of urban decentralization, is now 
making itself felt in the American mar- 
keting scheme. The growing importance 
of such concentrated self-contained cen- 
ters in the outlying areas of a city is 
revealed. Included in this general anal- 
ysis is a specific case study of the City 
Line Shopping Center in suburban Phila- 
delphia. Store location within the unit, 
the limits of the trading area served, 
competition among shopping centers, 
the kind of patronage attracted, and the 
problems of store hours in such locations 
are discussed. 


INTRODUCTION 


THE census of population of 1950 has 
indicated a strong trend toward suburban 
living. Nearly every major city in the 
United States has found that much of 
its population has taken to living and 
shopping in the areas surrounding the 
metropolitan center. As a matter of fact, 
“during the current pre-Christmas trad- 
ing, retailers in suburban areas and in- 
dustrial centers outside Philadelphia 
have done much better proportionately 
than have the larger retail outlets in cen- 
tral Philadelphia . . . The trend is toward 
a shift of retail activity from depart- 
ment stores in big population centers.” 


The reasons for this decentralization 
of urban population are legion but may 
be summarized as: 


“1... . the desire of people to 


*Myron S. Heidingsfield is the Professor 
of Marketing in the School of Business 
and Public Administration of Temple 
University. He is also a practicing mar- 
keting and research consultant as well 
as co-author of two books and author of 
several articles. 


’The New York Times, Financial Section, 
December 17, 1950, p. 7. 


improve their living conditions, to 
escape high city taxes, and the like. 

“2. The increasing traffic conges- 
tion in metropolitan shopping areas 
with the resultant lack of convenient 
and available parking spaces. 


“3, The changes in shopping habits 
of women, resulting from the above. 

“It should be pointed out that 
there are additional factors which 
have created this change in buying 
habits. Increased participation of 
women in community activities has 
reduced the number of hours which 
they might devote to shopping. At 
the same time, the tremendous ad- 
vances in communications have made 
available shopping information upon 
which a woman might act without 
having to bother with visiting three 
or four department stores before 
making a decision. As a result wom- 
en are tending to patronize the stores 
located in the shopping area which 
serves their particular suburban 
community. Some of these stores are 
branches of large downtown depart- 
ment stores. 


“4, The recent growth of planned 
communities wherein a _ shopping 
area is included as an integral part 
of the housing development.” 


METROPOLITAN OR DOWNTOWN 
SHOPPING CENTERS 


The growth of many American cities 
has been of the mushroom variety and, 
unfortunately, so accelerated that the 
result indicates lack of planning. No 
doubt this growth has resulted from 
sheer necessity and many of the subur- 
ban additions to the downtown shopping 
area were made with the object of trying 
to serve an ever increasing consumer 
population, “In large cities as well as 
in small cities we have created shopping 
streets which are impractical in addition 
to being unattractive and which, in near- 
ly all cases, are now obsolete. They fail 
to accommodate the required amount of 


2Myron S. Heidingsfield, “Why Do People 
Shop in Downtown Department Stores?’ 
Economics and Business Bulletin, 7 
University, School of Business and Pub- 
lic Administration, March, 1949, Vol. 1, 
No. 1, p. 12. ; 
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traffic movement, do not come up to the 
present day standards of light and air, 
and are, in a high degree, inefficient in 
regard to human time and energy.’ 


In the period following World War II, 
there were many attempts to increase 
the efficiency of downtown store areas. 
Much of the work was directed toward 
eliminating traffic congestion and park- 
ing problems. However, these changes 
were only slight in comparison to the 
need and department stores, as well as 
specialty shops, found that a better an- 
swer lay in the development of branch 
store merchandising. Concommitantly, 
there was a resettlement of the urban 
population in suburban areas which 
brought with it another solution—the 
self-contained suburban shopping center. 
The growth of the latter was accelerated 
by the builders who often protect their 
investment in new residential develop- 
ments by incorporating a shopping unit 
on the periphery of the new residential 
area into their plans. 

The construction of the suburban shop- 
ping center, unlike its counterpart, the 
downtown shopping area, followed a basic 
plan. Builders of such centers attempted 
to eliminate the hazards and problems 
of the metropolitan shopping district 
while utilizing certain basic marketing 
principles acquired through experience. 
One of the most important principles 
rises out of the fact that there seems 
to be a natural grouping and arrange- 
ment of retail units. Normally, the 
heart of any downtown shopping center 
is composed of “stores for wearing ap- 
parel, luxuries, books, tobacco and 
drugs.’4 Following this grouping one 
may find a financial section, food stores 
and furniture stores. Intermingled with 
all types of retail stores are the personal 
service shops including barbers, beauty 
parlors, and the like. Scattered through 
the downtown area, yet independent of 
the retail store groups, are the offices 
of professional men such as physicians, 


3S. R. DeBoer, Shopping Districts, Ameri- 
ean Planning and Civic Association, Wash- 
ington, D. C. 1937, p. 4. 
‘Ibid., p. 41. 


attorneys, and engineers. All of this 
seems to indicate that a fundamental 
pattern should be used when the subur- 
ban shopping center is to be constructed, 
although the variety of stores may be 
limited by the immediate trading area. 


SUBURBAN SHOPPING CENTER 


It is the established objective of all 
retailers to have the right goods at the 
right time at the right price and in the 
right place. The suburban shopping cen- 
ter is just one more constructive step 
toward accomplishing this goal. It pro- 
vides a variety of goods from which a 
consumer may make his or her aclection 
with a minimum of effort. 


There are many technical problems in- 
volved in the construction of a shopping 
center. These include a measurement of 
the trading area to be served, the pur- 
chasing power of the population involved, 
the pull of competition from downtown 
shops and other suburban centers, as 
well as all of the physical problems re- 
lated to the choice of the location, the 
acquisition of the site, and the amount 
of space to be made available for stores, 
services, and for parking. 


One author indicates that on the av- 
erage “. . . a minimum of 500 families 
wili be needed to support a center of ten 
to twelve shops and 1,000 to 3,000 fam- 
ilies to support 25 to 40 shops. However, 
this number will vary considerably with 
the scale of income of the families tribu- 
tary to the center, proximity and charac- 
ter of competing areas, type and living 
habits of the population served, and 
other similar factors.”5 Moreover, these 
centers may draw a good portion of 
their trade from areas outside of what 
may be considered the immediate trading 
area. 


Obviously, the size of the trading area 
will influence the number of retail units 
which will be incorporated into the shop- 
ping center. It is doubtful whether a 
suburban center would acquire as many 


sCommunity Builder's Council of the 
Urban Land Institute, The Community 
Builder’s (revised 1948), Wash- 
ington, D. C., p. 10 
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stores as the downtown shopping area. 
However, one lesson that has been 
learned from a study of the downtown 
shopping area is that there are 
basic retail units which the shopper nor- 
mally expects to find on his or her trip 
to the area. Therefore, it would seem 
that the suburban shopping center must 
at least contain a minimum number of 
units which could profitably serve those 
who live within the trading area. As that 
trading area expands and/or as consumer 
acceptance grows, additional units may 
be necessary. Therefore, the basic plan 
of a shopping unit is built around a select 
grouping of stores whose numbers and 
types may increase as needed. 


A review of the downtown shopping 
center indicates that the shopper will 
probably find stores devoted to the sale 
of wearing apparel, luxuries, books, gifts, 
drugs, food, furniture, and the like. Ac- 
cordingly, one basic list, which is to be 
considered the nucleus for any suburban 
shopping center, has been devised by the 
Commerce Department of the State of 
New York, It includes: 


“1, Drugs—with counter facilities 
(soda-sandwiches-cigars-period- 
ieals) 

. Groceries, meats and vegetables 

Bakery goods 

. Gasoline and garage service 

Variety goods 

Hardware 

Dry cleaning service 

Laundry service 

Shoe repairing 

. Beauty and barber shop service.’’® 


Any shopping center which would in- 
corporate the above would be expected 
to serve a residential area covering ap- 
proximately one square mile. In addi- 
tion, it is assumed that there are at least 
two miles between the proposed shopping 
center and any competitor. 


The Community Builder’s Handbook 
gives additional information on the se- 
quence that should be followed in the 
event that the suburban shopping center 


*The City of New York, Shopping Center 


Development, Albany, New York, 1949, p. 7. 


starts on a modest plan and expands in 
conformity with the increase in the pop- 
lation of the trading area. This text 
says that the first ten stores should be:7 


“1, Drug Store (with some eating 
facilities) 

2. Cash and carry grocery 

8. Cleaner and dyer shop which 

could be combined with a laundry 

agency 

. Beauty parlor 

. Filling station 

. Bakery (this might depend on 

bakery products provided by su- 

per-market) 

7. Shoe repair—possibly in rear of 
another store or combined with 
cleaner and dyer. 

8. Laundry agency — possibly in 
rear of another shop or combined 
with cleaner and dyer. 

9. Variety store—possibly on a 
temporary basis 

10. Barber shop” 


The first ten stores indicated above will 
be the basis for serving a minimum of 
500 families. As shopping center accep- 
tance grows and more families fall into 


the sphere of its influence, the next ten 


stores, as suggested by the same source, 
are: 


“11. Service grocery with phone 
order and delivery service 

12. Florist 

13. Milliner 

14. Radio and Electrical Shop 

15. Five and Ten Cent Store 

16. Shoes—children’s and repairs 

17. Gift Shop 

18. Candy and Nut Shop 

19. Lingerie and Hosiery 

20. Liquor Store” 


Further development of the center 
would call for the following additional 
stores in the order of importance: 


“21. ‘Fixit? Shop—a small shop re- 
pairing locks, key fitting, lawn 
mower sharpening, and similar 
services 

22. Dress Shop—popular prices 
with children’s wear 

23. Theatre—if ample drawing power 

24. Frozen foods, possibly with ren- 
tal food iockers 

25. Cafe or Drive-in Restaurant 

26. Book and Stationery Shop 


‘ener Builder’s Handbook, op. cit., 
p. 
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27. Dentists and Physicians—pos- 
sibly second floor location 
28. Baby and toy shop 
29. Haberdashery—not including 
clothing 
30. Athletic Goods’’8 
If the expanding center follows the se- 
quence laid out above it may be necessary 
to relocate the first ten stores in order 
to take advantage of changing customer 
traffic patterns as well as to meet the 
new demands on the available selling 
space. 


Once the self-contained shopping unit 
reaches the point where it must have 
more than ten basic retailing units, sev- 
eral important problems become evident. 
One is the problem of store grouping. 
Any evaluation of a downtown shopping 
center indicates that there has been a 
certain amount of zoning, premeditated 
or otherwise. Women’s specialty shops 
are found in the same area, department 
stores may be within blocks of each 
other, and men’s wear stores may be 
right next door to each other. This 
grouping is based upon the marketing 
axiom that people who are interested in 
buying ‘shopping goods’ normally visit 
a minimum of three retail stores before 
making the actual purchase. Evidently, 
customers shop for these goods on the 
basis of price, quality, style, and possibly 
service. 

The second important problem con- 
cerns the question of how much competi- 
tion should be permitted. Originally, one 
of the important factors that stimulated 
the interest of proprietors in locating a 
store in a suburban shopping area was 
the fact that they would have a virtual 
monopoly in that area. To alter this 
condition poses a complicated question 
of procedure and marketing fact which 
has not yet been clearly answered in the 
literature or reports on present day 
suburban shopping centers, 

A further problem which is related to 
the preceding one is the location of stores 
within the shopping center. Current 
practice has indicated that stores whose 
inventories are complementary are lo- 


‘Ibid., p. 135. 


cated contiguously. For example, if the 
shopping center is large enough to sup- 
port a men’s specialty shop and women’s 
specialty shop, it would be perfectly ap- 
propriate to have a men’s haberdashery | 
store and a women’s and men’s shoe store 
in the same area. The problem of group- 
ing must also be related to the problem 
of location within the site. 


The factor which should determine the 
distribution of complementary retail 
units is related to what is called the 
“100 per cent location” within the site. 
This 100 per cent location may be a 
block or an area within the suburban 
shopping center which attracts the great- 
est number of customers in any one day. 
Therefore, the allocation of retail stores 
around this 100 per cent location depends 
upon the amount of rent which can be 
obtained, the amount of selling space 
that is required, the estimated “pull” of 
the store or group, the preferences of the 
shoppers, and the amount of pedestrian 
traffic which is generated by any one 
store. 


The objective in all of this is not to 
give any single store a particularly ad- 
vantageous location but to hold the com- 
munity trade within the center by mak- 
ing all of the retail stores easily acces- 
sible, in view of the shopping habits of 
the customer group, It should be pointed 
out that, when stores are properly placed, 
it not only facilitates shopping but may 
increase the average size of the sale per 
customer and also lead to associated buy- 
ing. Stores whose inventories comple- 
ment each other will undoubtedly stimu- 
late customer interest towards balanced 
purchasing. “A shopping center which 
adequately meets all the standard needs 
of natural customers will bring the great- 
est volume of trade. The point to re- 
member is that retail sales are inter- 
related. A well-planned and well-devel- 
oped shopping center is both the cause 
and the result of sound individual and 
group action by the merchants in the 
community.” 


Center Development, op. cit., 
p. 8. 
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A CASE STUDY OF A SUBURBAN 
SHOPPING CENTER 


To illustrate that which has been de- 
scribed above, the Marketing Research 
Class of 1950 of the Temple University 
School of Business and Public Adminis- 
tration! conducted a study of one of 
the most successful shopping units in the 
Philadelphia area. This center, the City 
Line Shopping Center, is located at City 
Line Avenue and 76th Street. It has 
been so laid out as to indicate that its 
management has conformed very defi- 
nitely to the principles previously de- 
scribed. Moreover, there have been sev- 
eral interesting adaptations of the cen- 
ter to the specific consumer characteris- 
tics of that trading area. Much of it 
can be seen in the sketch shown in Figure 


The first step in this analysis con- 
sisted of a market survey. It was con- 
ducted for six shopping days, from Mon- 
day through Saturday inclusively, during 
the month of May. For the first four 
days, the counts were made between 1 
and 6 p.m., on Friday from 1 to 9 p.m. 
and on Saturday from 9 a.m. through 6 
p.m. Because of the nature of the count 
it was difficult to know just how many 
people entered the area for the whole 
week for all of the shopping hours. How- 
ever, it may be estimated in the follow- 
ing way. The survey count took place 


during 37 shopping hours and during that 
time it was found that 13,706 persons 
entered the area. This would mean that 
there were approximately 370 persons 
entering the area per hour. (Of course, 
it should be realized that there are varia- 
tions by day and by hour.) If it is as- 
sumed that there are approximately 57 
shopping hours, it may then be said 
that more than 21,000 persons entered 
that area during that week, plus or minus 
whatever error would be characteristic 
of using such an average. 

Of the total number of people counted 
by the student interviewers, 2,153 were 
interviewed. The questionnaire used is 
shown in Figure 2. In reporting the 
subsequent material, it will be assumed 
that the 15.7 per cent interviewed consti- 
tuted a representative sample!! of the 
total group who were counted as being 
present at the City Line Shopping Cen- 
ter. It should be pointed out that a seg- 
ment of this group repeatedly visits the 
shopping center but all duplications of 
interviews were ruled out by the first 
question in the questionnaire. 

Of the total number of people entering 
the shopping center, 72.1 per cent came 
by vehicle of some kind and 27.9 walked. 
An analysis on a day by day basis indi- 
cates that these conclusions are not con- 
stant as there are fluctuations which 
seem to be related to the day of the 
week. This is shown in Table 1. 


TABLE 1 


Vehicular and Pedestrian Traffic as Per Cent of Daily Total at City Line 
Shopping Center 


Per Cent Per Cent Per Cent 
Day of Week Vehicular Pedestrian Total 
Monday 58.6 41.4 100.0 
Tuesday 66.0 34.0 100.0 
Wednesday 62.3 37.7 100.0 
Thursday 69.2 30.8 100.0 
Friday 80.4 19.6 100.0 
Saturday 74.8 25.2 100.0 
TOTAL 121 27.9 100.0 


“The class was composed of the Misses 
M. Scheer, M. Smyrl, Mrs. B. Watnik, 
Messrs. G. Bee, S. Bee, R. Benner, R. 
Brooks, D. Campbell, E. Chaitt, W. Cly- 
man, T. Cone, T. Dorf, H. Eliason, 
Freedman, J. Harbison, C. Hottinger, R. 
Hunter, W. Ireland, M. Kaufman, J. Krim- 


mel, N. Leibman, N. Lotman, D. McQuown, 
F. Ritchie, F. Walters, R. Warfield, J 
Wasiolek, and W. Zell. 


NAnswers to Question 3 were checked 
against total counts and the difference 
was 5 per cent. 


H 

| 

| 


8 THE SUBURBAN SHOPPING CENTER 


FIGURE 1 


CITY LINE 


CENTER 


City Line Avenue — South of Haverford Avenue 
Philadelphia, Pennsylvania 


| 
27 
LEGEND 
1-2-3 Supermarket a2 Children’s wearing 20 Cleaners 
4 Bakery apparel 21 Lingerie 
5 Florist 12 Bank 22 Ladies Sportswear 
6 Photographic supplies 13 Carpets and rugs 23-24 Women’s gowns and 
q Candy 14 ~=Radio, television Women’s sportswear 
8 Gift Shop 15 Furniture 25 Cards, toys, 
9 Theatre 16 Children’s furniture 26 pon vind 
9a Post Office 17 Shoes 
10 Drugs, tobacco, etc. 18 Jewelry Departament: Store 
(with soda fountain) 19 Men’s haberdashery 28 Parking space 


One possible interpretation of these dif- 
ferences may be that on Monday, Tues- 
day, and Wednesday, only a small num- 
ber of articles were purchased, while the 
latter part of the week was reserved for 
the larger sized orders designed to take 
care of the family for the week-end. 


A study of the frequency pattern of 
visits to the center indicates that 27.7% 
of the shoppers come only once a week 
while a larger number (46.2%) may 
come as often as daily or two or three 
times a week. A frequency distribution 
of visits can be seen in detail in Table 2. 


Almost 50 per cent of the total number 
of persons interviewed indicated that 
they usually do their shopping in the 
afternoon. It should be pointed out, 
however, that there is some bias in this 
response since all of the interviews were 
taken after 1 p.m. except on Saturday 
when the interviewing started at 9 a.m. 

As would be expected, when the re- 
spondents were asked why they were at 
the shopping center, approximately 82 
per cent indicated that they were there 
to shop. It is of interest to note the 
combination of reasons which motivate 
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FIGURE II 
Shopper Questionnaire 


“Good ” Temple Uni- 
versity is making a survey in this Area. 
Will you please answer a few questions? 
you been interviewed earlier to- 

ay? 


2. How many times a week do you visit 
this center? 
Twice a week 
Three times a week 
Specify 
2a. What time of the day do you usually 
come here? 
Morning 
Afternoon 
Evening 
3. How did you get to the center today? 


Auto (own). ......... 


4. Why are you at the center today? 
(Are there any other reasons?) 


4a. (If “shop” to 4 ask:) What store or 
stores do you intend to visit? 


Geutings .. 
Kroungold 
LaVere Gowns 
LaVere Sptswr 
Orange Clnrs ..... 
Pomerantz .... 

Radio .. 


4b. Are there any other stores you intend 
to visit? 


5. What is your address, please? 


6. About how far is that from here? 


Time: 
Interviewer ............ 


individuals, particularly when the rea- 
sons are classified by day in the week. 
This tabulation is shown in Table 3. The 
patterns of particular wants are illus- 
trated, for example, by the large num- 
ber visiting the bank, particularly on 
Monday along with the desire to window- 
shop, which also seems to be related to 
the early part of the week. A complete 
analysis of these data should finally add 
up to increased sales for the City Line 
Center. This is particularly so when it 
is known that many convenience goods 
are purchased on impulse. 

If most people come to the center to 
shop, it certainly would be of interest 
to know which category of retailers draw 
the greatest percentage of shoppers. 
In setting up Table 4 the individual 
stores were grouped by type of retailing 
unit previously described. For the pur- 
pose of tabulation, the individual stores 
were combined into commodity group 
categories so that some indication of the 
appeal of each group could be measured 
in the light of the responses of the 
shoppers. It can be seen from this tabu- 
lation (Table 4) that the super market 
holds the dominant position and therefore 
is deserving of the 100 per cent location. 
Wearing apparel, shoes, and drugs draw 
approximately twice the number of shop- 
pers as the next type of store and should 
be placed accordingly. 

In the general description of the sub- 
urban shopping center, several references 
were made to the size of the trading area. 
One indication of its size is the distance 
travelled by the shoppers. In answer to 
such a question, it was noted that more 
than half of the shoppers travelled more 
than one mile. Approximately 18 per 
cent of them came from areas more than 
four miles from the center. A detailed 
tabulation of distances travelled is shown 
in Table 5. 

Marketing literature has always indi- 
cated that the female member of the 
family does most of the shopping. How- 
ever, with the advent of World War II, 
there were some indications that more 
male shoppers were participating than 
ever before. A study of the sex composi- 


| 
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TABLE 2 
Frequency of Visits to City Line Shopping Center By Day of the Week 
(Percentage of Total Interviews) 


Frequency 


Monday Tuesday Wednesday Thursday Friday Saturday Total 


Once a week 20.2 18.8 18.3 26.4 86.2 81.0 27.7 
Twice a week 15.3 23.3 15.5 16.8 14.6 14.2 15.5 
Three a week 14.1 7.5 18.0 11.5 10.8 12.3 12.6 
Daily 21.0 25.5 20.8 23.6 15.3 12.8 . 18.1 
Semi-monthly 4.0 4.5 1.9 3.1 3.6 3.7 3.4 
4 to 5 weeks 8.2 6.0 4.3 2.5 0.0 3.0 2.6 
Infrequent - seldom 6.0 6.7 6.5 9.3 11.2 10.0 9.0 
2-3 daily 0.8 2.6 1.9 1.6 9.9 0.5 0.9 
First time 6.0 3.7 4.7 4.0 7.2 6.8 5.8 
Other 7.6 0.7 7.5 9 0.9 5.0 3.8 
No response 1.6 0.7 0.6 0.3 0.2 0.7 0.6 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
tion of shoppers at the City Line Shop- CONCLUSION 


ping Center indicates that more than 60 
per cent were female, approximately 34 
per cent were male and almost 6 per cent 
were couples. It would be expected that 
the percentages would vary by day of the 
week. These variations are shown in 
Table 6. 


It should be pointed out that Saturday 
seemed to attract the greatest number of 
couples, the greatest number of men, and 
the smallest number of female shoppers. 


There is no doubt that the suburban 
shopping center has become a character- 
istic of the retailing picture of urban 
United States. Its growth has been inter- 
twined with the decentralization of urban 
population. The self-contained shopping 
center has done much to facilitate con- 
sumer purchasing while removing many 
of the nuisances typical of the downtown 
area. Moreover, it provides pleasant sur- 
roundings in which local residents may 


TABLE 3 


Reasons for Visit to City Line Shopping Center — By Day of the Week 
(Percentage of total interviewed)! 


Monday Tuesday Wednesday Thursday Friday Saturday Total i’ 


77.0 78.2 
Shop and Movie 
Bank 

Shop and Bank 
Movie and Bank 
Shop, Movie and Bank 
Work 

Window Shop 
Strolling or Passing 
Business or Selling 
Visiting or Meeting 
Visiting Off. 

Other 

No Response 


ANOS RNA SCORD ROH 
SN SONN OBS SSFN SO 


78.3 
0.6 


76.7 89.7 81.8 


1.7 


t 


1 
2 


1 
1 
2 
0. 0 
0. 
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2 
9 

0 

3 

3 

2 

9 
9 

9 

0 
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1.8 

6 

0.1 
4, 3.5 
2. 1.6 
3. 13 
1 1.4 
1.5 
0. 0.4 
0. 0.2 


1Percentages will not total 100 per cent because of multiple answers involving the 
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TABLE 4 
Type of Stores to be Visited by Shoppers at the City Line Shopping Center 
Types of Stores Percentage of Shoppers! 
Hardware and household appliances ...............eeceecceveceees 13.3 
Miscellaneous (stores having less than 2 per cent) .............-. 5.7 


'1Totals will not add to 100 per cent because of multiple answers. 


shop leisurely or quickly, depending upon 
their mood. 

In order to achieve a sound body of 
knowledge which will become the ground- 
work for precise planning of future shop- 
ping centers, it must be acknowledged 
that there are many questions which still 
need to be more fully answered. For ex- 
ample, one should know to what degree 
there should be competing stores within 
one center. One should also ascertain 
whether there is a possibility that some 
store or combination of stores may gen- 
erate entirely too much shopping traffic 
to make for efficient selling within a 
limited physical area. Similarly, the effect 
competing shopping centers may have 
upon each other should be known to de- 
termine at what distance such centers 


should be located to obtain maximum 
patronage from their respective trading 
areas. Information concerning the kind 
of advertising and sales promotional 
methods that are best suited for stimu- 
lating the sales of stores located within 
a center and, for that matter, for pro- 
moting the center itself is essential if 
the center is to be planned effectively. 


In light of the case study presented, 
additional information dealing with 
shopper habits would be helpful to deter- 
mine at what hours the stores should be 
open to increase sales originating from 
male shoppers or couples who may fre- 
quent these centers only at given times 
during the week or on weekends. Simi- 
larly, it would be desirable to discover 
whether it is good policy for a downtown 


TABLE 5 


Distance Travelled by Shoppers to City Line Shopping Center by Day of the Week 
(Percentage of Total Interviews) 


Distance Monday Tuesday Wednesday Thursday Friday Saturday Total 
0 to 0.9 mi 38.3 54.9 50.9 44.4 35.6 40.0 41.9 
1 to 19 mi 18.5 12.8 10.9 12.1 15.9 16.8 15.0 
2 to 2.9 mi 187 12.0 7.5 13.4 15.9 12.5 12.6 
3 to 3.9 mi yi 6.8 ZI 11.2 11.6 10.5 9.8 
4 to 49 mi 6.1 0.7 3.4 5.6 5.5 5.0 48 
5 mi. or over 15.7 12.8 12.4 12.1 13.8 12.5 13.2 
No response 2.0 0.0 7.8 1.2 1.7 2.7 2.7 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
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THE SUBURBAN SHOPPING CENTER 


TABLE 6 
Percentage of the Shoppers at City Line Shopping Center, by Sex, by Day 
of the Week 


Sex Monday Tuesday Wednesday Thursday Friday Saturday Total 
Male 34.7 23.3 2151 29.5 39.2 39.3 33.6 
Female 58.5 74.4 74.9 68.3 54.7 50.2 60.1 
Couple 6.4 0.0 3.1 1.6 5.7 9.8 5.6 
Not recorded 0.4 2.3 0.9 0.6 0.4 0.7 0.7 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


department store to locate a branch at 
a suburban shopping center. Another 
type of research would reveal the kinds 
and varieties of inventories each of the 
stores should carry to take advantage of 
customer shopping habits peculiar to its 
trading area. 

Such lines of query as these are merely 
suggestive of the types of information 
which could be derived from such sur- 
veys as the one described herein. These 
are the types of questions which the 
businessman planning to construct a 
shopping center faces and for which 
there is a dearth of knowledge and ex- 
perience from which to draw answers 
currently. 

As the years go on there is no doubt 
that a sound body of knowledge will 
evolve. However, each suburban shop- 
ping center is different and no general 
group of facts will always apply. There- 


fore, it is the opinion of the writer that 
many of these questions may be answered 
only by carefully planned and executed 
market and marketing analysis specific- 
ally designed for the particular center. 
This research should precede the plan- 
ning and then be carried on regularly 
after the center has been constructed in 
order to keep management abreast of 
the changes which necessarily go with 
growth and expansion within the trading 
area served. As a matter of illustration, 
the first question posed above concerning 
competitive retail outlets in the same 
center, might have been answered by 
carefully conducted interviews of a 
sample of present and potential custom- 
ers in which information on shopping 
habits, frequency of shopping and pref- 
erences would have been obtained and 
cross tabulated with the volume of sales 
by stores located in the center. 
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The Historical Development and Present 
Significance of Business Communications 


by WILLARD MOORE* 


The development of modern business 
letter form and technique are the subject 
of this article. Some of the principles 
advocated by the early composers of 
correspondence handbooks along with 
several illustrations and a few actual let- 
ters illustrative of the times are pre- 
sented. The modern significance of the 
business letter is treated, particularly 
from the “public relations point of 
view, specifically as it is used in credits, 
collections, adjustments, and in sales 
promotion. The paper concludes that the 
recognition of the importance of busi- 
ness communications is adding greatly 
to the efficiency and revenue of the firrn 
making use of these techniques. 


THE first significant steps in the devel- 
opment of business communications as a 
new and distinctive type of writing in the 
Anglo Saxon World took place in the 
16th century during the reign of Queen 
Elizabeth. Prior to this, the study of 
writing may be regarded as a classical 
exercise in the art of expression closely 
allied to the study of rhetoric. And it 
was only natural that the old classical 
concepts of writing began to be modified 
to meet the needs of the growing mer- 
cantile class at that time. This change 
from the classical emphasis in writing 
to that on the needs of the growing group 
of traders is typified by the remarks of 
Queen Elizabeth herself in her reception 
of Sir Walter Raleigh, who, upon his re- 
turn from a piratical raid, presented the 
Queen with the great library of Cadiz. 
Elizabeth, somewhat less than apprecia- 
tive, flushed with anger as she shouted: 
“My man, I have books aplenty to read, 


*Willard Moore is a member of the Busi- 
ness Administration Faculty of the Tem- 
pie University School of Business and 

ublic Administration. He is also an 
active consultant in the field of Business 
Reports and Correspondence in the Phila- 
delphia area. 


What this country needs is gold. How 
much gold have you brought back.” 


LETTER WRITING IN THE 
16th AND 17th CENTURY 


The first book on letter writing to ap- 
pear in the English language was Wil- 
liam Fulwood’s, The Enimie of Idelenesse 
(1568).1 In the preface it is stated that 
the aim of nearly all future letter writers 
is, “to instruct the ignorant.” 


“The cunning clearke hath small 
need of a teacher. It is the unskilled 
scholer that wanteth instructions. 
Mine only intent therefore at this 
instant is to place down such in- 
structions as may (in mine opinion) 
best serve to edify the ignorant.”2 


Perhaps the most significant part of 
“The Enimie of Idelenesse” to modern 
letter writing is the detailed instruction 
concerning addressing, the salutation and 
the complimentary closing of the letter. 
It states: 


“There be three principal sorces 
of letters, for some are addressed 
to our superiors, as to Emperors, 
kings, princes, etc. Some to our 
equals as to Marchants, Burgesses, 
Citizens, etc. Some to our inferiors 
as to servants, laborers, etc. If we 
speak or write of one or to our 
superiors we must do it with all 
honor, humilitie, reverence, owing to 
their personages, superlative and 
comparative termes, as most high, 
most mighty, right honorable, most 
redowted, most loyall, most worthy, 
most renowned, altogether accord- 
ing to the quality of their person- 
ages. 


The second is the subscription 
which must be done according to 
the estate of the writer, and the 
qualitie of the person to whom we 
write. For to our superiors we must 
write at the right side in the nether 


1Jean Robertson, The Art of Letter Writ- 
ing, University Press, Liverpool, 1942. 

2William Fulwood, The Enimie of Idele- 
nesse. Teaching the maner and stile how 
to compose, and wryte all sortes of epistles 
and letters; as wel by answer as otherwise. 
London, T. East and H. Middleton for A. 
Lawton (1571). 
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end of the paper, saying By your 
most humble and obedient sonne or 
servant etc. And to our equalles we 
may write towards the midst of the 
paper saying By your faithful 
friende forever. To our inferiors we 
may write on high at the left hand 
saying By yours, etc. 


The third is the superscription. If 
we addresse ourselves to our equal 
we must speake with a certaine fam- 
iliar reverence, using positive and 
comparative terms and very few su- 
perlatives as wise sage, honorable, 
worshipful, discrete, renowned, etc. 
If we speak to our inferiors we must 
use a certain kinde of modest and 
civil authoritie in giving them to 
understand our intent and purpose. 
We may use this term, ‘you’ or ‘thou’ 
to one whome he lesse esteemeth.”’3 


These illustrations give a picture of 
the structure of the society of the time 
with its very carefully defined social 
strata and its accompanying social snob- 
bery which survived to the end of the 
seventeenth century. The “most humble 
and obedient servant” subscription per- 
sisted in correspondence to the latter 
part of the nineteenth century. It was 
even advocated as a suitable closing for 
official letters by Professor G. A. Gaskell 
in his Compendium of Forms published 
in 1881.5 


The first manual to be illustrated by 
letters of the author’s own invention was 
Angel Day’s The English Secretorie. In 
the first eight chapters, Day deals with 
the general considerations to be observed 
in the composition of all letters and 
gives careful instructions on how to 
address people of all ranks. He recom- 
mends that the diction should be choice 
and apt, the contents brief and the 
material well ordered. 


“Seeing an epistle hath chieflie his 
definition hereof, in that it is termed 
the familiar and mutual talk of one 
friend to another: it seemeth the 
character thereof should according 
thereunto be simple, plane and of 
the lowest and neatest stile, utterly 


‘Ibid. 
‘See also Ibid. Booke IIT. 


‘See G. A. Gaskell, Compendium of 
Forms, Educational, Social, Legal and 
Commercial, 1881. 


devoid of any shadow of lie and 

lofty speeches.’ 

Day gives some rather interesting ex- 
amples of the manner in which to address 
people of all ranks, In the opening state- 
ment of the chapter he says: “In writing 
of all manner of epistles, foure especially 
contents are always incident: The man- 
ner of salutation, an order of taking leave 
or farewell, the subscription and the out- 
ward direction.”? Several examples of 
the salutations given are: 

“1. Where letters are directed from 
members of the Council to a 
nobleman: 

‘After our hartie commendations 
unto your Lord.’ 

2. In the singular number to an in- 
ferior person thus: 
‘After my hearty commendations 
unto you.’ ” 

Some examples of closings are as fol- 
lows: 

“Praying the Almighty to have 
your Lord evermore in his gracious 
protection, I humbly take my leave.” 


“Acknowledging myself deeply 
bounde unto your Lord for man 
sundry favours, I do remaine in all 
humble reverence.” 


“Finding myselfe many wayes be- 
holding unto your exceeding cour- 
tesies, I ende”’ 

Both Fulwood and Day emphasize the 
use of “you” and “thou” when addressing 
inferiors. The closings advocated by Day 
represent the ultimate in ornateness and 
the use of words to no real end. 


The first specific reference to business 
correspondence as such is made through 
a book called The Marchants Avizo, a 
manual of eight letters compiled by John 
Browne. It apparently was prepared for 
the use of apprentices of Thomas Ald- 
worth, Merchant of the City of Bristol. 
Religious and moral instructions are 
carefully combined with business affairs 
in the first handbook to supply young 
merchants with instructions on how to 
manage their commercial correspondence. 
There is an introduction in the form of 


*Angel Day, The English Secretorie, 
London, R. J. for C. Burbie, 1595. 
Ibid. 
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“A Generall Remembrance for a servant 
when he first travelleth to the sea,” then 
follows “A briefe forme of all such let- 
ters as you shall neede to write through- 
out your whole voyage. The which forme 
is effectual and sufficient enough, and it 
may still be observed until by experience 
you may learn to write better yourself.” 
There are only eight letters which 
Browne seems confident will cover all 
the contingencies of correspondence from 
a factor to his master. At the end of 
the last letter, feeling perhaps that the 
ambitious correspondent will be a bit 
disappointed in the unenterprising ex- 
amples, he says gently: “This briefe and 
plaine order in your letters, I think it 
best you should for a time use, because 
of easing a while your owne young in- 
vention of writing: for after this man- 
ner of stile you may write to most sorts 
of persons.” 


The rest of The Marchants Avizo is 
taken up with weights and measures, 
business documents and other useful in- 
formation for the young merchant. It 
ends with “Certain Godly Sentences nec- 
essairie for a youth to meditate upon.’’8 


The status of the art of letter writing 
as a branch of rhetoric was maintained 
by John Hoskyn’s directions for speech 
and style. This was written for a young 
gentlemen of the Temple in 1599-1600 
and was presented to him with an an- 
notated copy of the Arcadia of Sir Philip 
Sidney. Section I, is called “For pennings 
of letters.” The first paragraph deals 
with invention and order and the rest of 
the chapter is devoted to the fashion of 
a letter under four heads. The first, on 
brevity, teaches that “Letters must not 
be treatises or discoursings, except it be 
among learned men, and even among 
them there is a kind of thrift or saving 
of words.” The other three qualities 
treated are perspicuity, plainess and 
respect.? 


‘Robertson, op. cit., p. 72. 


*See The Life, Letters and Writings of 
John Hoskyns, 1655-1638, Edited by Louise 
Osborn, Yale University Press, 


Through a study of these various cycles 
of the history of writing and through 
observing the qualities emphasized by 
the different writers as being conducive 
to better writing, the gradual emergence 
of the modern concept of the business 
letter is seen. Indeed, one can already 
see a great similarity in many of the 
qualities advocated by these early writers 
and those which are considered essential 
to effective modern business writings: to 
wit, compactness, correctness, concrete- 
ness, character, cheerfulness, considera- 
tion, and clearness. 


In 1687, John Hill published his book 
called The Young Secretary’s Guide, Or 
A Speedy Help to Learning. The pur- 
pose of this manual was to provide the 
middle classes with suitable letters for 
all their lawful occasions. Hill’s book 
represents a distinct recognition of the 
needs of the bourgeoisie over the court 
in the field of letter writing. The manual 
is divided into two parts—the second 
part concerned with business documents 
and legal procedure, the first containing 
“The true method of writing letters upon 
any subject; whether business or other- 
wise, fitted to all capacities, in the most 
smooth and obliging style; with about 
200 examples never before published. And 
also instructions how properly to entitle 
subscribe, or direct a letter to any per- 
son of what quality soever, together with 
full directions for true pointing; and 
many other notable things.” 


The Young Secretary’s Guide inaugu- 
rated a new tradition in letter writing 
and was largely copied in subsequent 
manuals. 


The end of the 17th century saw the 
gradual assertion of the true needs of 
the English bourgeoisie. The successive 
changes of taste discernible in the hand- 
books on letter writing were not, of 
course, brought about by these hand- 
books, but it is reasonable to suppose 
that they were in a small part respon- 
sible for the conventions and phraseology 
of private correspondents in the middle 
classes of England and that volumes ad- 
dressed to special audiences such as The 
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Marchants Avizo written for apprentices, 
determined the peculiar phraseology of 
business documents.!° 


LETTER WRITING IN THE 
18th CENTURY 


One’s acquaintance with the history of 
letter writing in the 18th century may 
aptly rest upon one significant illustra- 
tion of an 18th century business letter.!! 
Titled “An Urgent Demand for payment,” 
the letter states: 


“the exigence of my affairs com- 
pels me thus importunately, nay 
peremptorily to write to you. Can 
you think it possible to carry on 
business in the manner you act by 
me? You know what promises you 
have made, and how from time to 
time you have broken them. Can I, 
therefore, depend upon any new ones 
you make? If you use others as you 
do me, how can you think of carry- 
ing on business. If you do not, 
What must I think of the man who 
deals worse with me than he does 
with others? If you think you can 
trespass more upon me than you can 
upon others, that is a very bad com- 
pliment to my prudence, or your 
own gratitude; for surely good usage 
should be entitled to the same in 
return. I know how to allow for 
disappointments as well as any man; 
but can a man be disappointed for- 
ever? Trade is so dependent a thing 
that it cannot be carried on without 
mutual punctuality. Does not the 
merchant expect it from me for 


Robertson, op. cit. 


uOne may also derive some idea of the 
philosophy of the time from the following 
title page of an 18th Century Manual: 


The New Complete Letter Writer 


or 
The Art of Correspondence, containing 
Letters of the Following Subjects: 


Business Economy 
Friendship Affection 
Love and Amusement 
Marriage Duty 
Courtship Advice 
Politeness Religion, etc. 


composed by Writers Eminent for Per- 
pescuity and Elegance of Expression To 
which are added Moral Maxims and Re- 
flections by the Late Duke de la 
Rochefocault 


Printed at Boston by Samuel Ethridge 
for Daniel Brewer, April, 1798 


those very same goods I send you? 
And can I make a return to him 
without receiving it from you? What 
end can it answer to give you two 
year’s credit and then be at an un- 
certainty, for goods which I sell at 
a small profit, and have only six 
months credit for myself? Indeed, 
Sir, this will never do. I must be 
more punctually used by you, or else 
deal as little punctually with others. 
And then, what will be the conse- 
quence? In short, Sir, I expect a 
handsome payment by the next re- 
turn, and security for the remainder: 
as I am loathe to take any harsh 
measures to procure justice to my- 
self, my family and my creditors, 
For, I am, if be not your own fault, 


Your faithful Friend and Servant’ 


The opening sentence of this letter is 
no doubt in keeping with the author’s 
ideas of “perspicuity and elegance of 
expression.” To the modern reader, how- 
ever, it is oratorical, flowery, ornate and 
stilted in its approach. However, the 
words “exigence, importunately and per- 
emptorily” have been carefully selected 
as the model choice of words for the 
occasion by the author. Appeals to fair 
play, honor and self interest which are 
considered the heart of the modern col- 
lection letter are rather adroitly used, 
although quaintly expressed. The inter- 
dependence of trade and the mutuality 
of business relationships is stressed. 
There is considerable logic and argument 
throughout the letter and the idea is 
thoroughly developed. However, accord- 
ing to today’s standards, the letter would 
be considered unnecessarily wordy. The 
reader will also note that this letter 
contained no paragraphing. 


LETTER WRITING IN THE 
19th CENTURY 


A voluminous compilation called Gas- 
kell’s Compendium of Forms, Educa- 
tional, Social, Legal and Commercial was 
written by Professor G. A. Gaskell and 
was published in 1881. In a foreword 
to the section of the Compendium devoted 
to letter writing, Professor Gaskell says, 
in part: 


“The importance of perfect truth- 
fulness as well as refined taste and 
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moderation in the use of words 
should be borne in mind in all corre- 
spondence. The letter which a person 
writes is in some sense a photograph 
of the inner life or character of the 
writer. The character of the person 
is generally determined by the style 
of his writing. A letter carefully and 
sorrectly worded, neatly arranged 
and properly addressed, is a great 
recommendation to the writer while 
a stranger is likely to be favorably 
impressed whenever he receives such 
a proof of cultivation.” 


The Significance of the Complimentary 
Address and the Complimentary Closings 


Professor Gaskell provides some inter- 
esting illustrations of 19th century prac- 
tice. The following demonstrate the 
method of writing the address and salu- 
tation: 


Messrs. Jansen, Smith & Co. 
Chicago, 


Gentlemen: I have the honor to 
acknowledge, etc. 


Rule for placement: If the address makes 
two lines, the salutation should begin 
about an inch further to the right then 
the second line. (In modern business 
correspondence the salutation always be- 
gins flush with the margin of the letter. 
Illinois would be written out to balance 
with the preceding line.) 
Miss Lizzie C. Lonsdale 
Rochester, N. Y. 
We acknowledge with pleasure 


(Professor Gaskell’s note: If the lady 
were married, Madam or Dear Madam 
would follow the address). In modern 
correspondence Miss Lizzie Lonsdale 
would be entitled to a salutation regard- 
less of her marital status. 

Messrs. Charles Scribner’s Sons 


741 Broadway 
New York 


Dear Sirs: 
Your favor, etc. 


In modern correspondence, “Gentlemen” 
is used in lieu of “Dear Sirs.” Your favor 
is a term which is no longer used in good 
modern correspondence. The writer will 
refer to a specific object such as, “Your 
letter,” “Your check,” or “Your order.” 


Professor Gaskell makes specific refer- 
ence to the conclusion of the letter. He 
says, “The conclusion consists of the 
Complimentary Close, the Signature and 
sometimes (when not at the top) the 
address of the person written to. The 
complimentary close is the phrase of 
courtesy, respect or endearment used at 
the end of a letter.” In business letters 
or letters of any kind written to strangers 
or mere acquaintances, the customary 
form is “Yours truly,” “Yours respect- 
fully,” “Yours very truly,” or “Truly 
yours.” He goes on to point out that 
official letters have a more stately and 
formal close than any other, and notes 
the following approved forms: 


“T have the honor to be (or remain) 
With much respect 


Your obedient servant!2 
“T am, Sir 
Your obedient Servant, 


Modern correspondence (20th century) 
procedure would not approve either of 
these models so diligently set forth by 
Professor Gaskell in his Compendium of 
1881. 

“When the extremely formal salu- 
tation Sir is employed, consistency 
requires the use of a complimentary 
close which includes the word re- 
spectfully. Such a close may also 
be used with a salutation of a less 
formal character when the writer 
wishes to show special deference to 
rank or authority. Otherwise one of 
the complimentary closes including 
the word truly is appropriate for use 
with any salutation (except Sir).”13 


The Significance of the Complimentary 
Address or Salutation and the 
Complimentary Closing 

From time to time people have in- 
quired: Why don’t we abandon these 
needless salutations and complimentary 
closings? The salutation is the con- 
ventional greeting with which it is con- 
sidered, proper and courteous to begin 


1*Remain” implies previous correspon- 
dence. 

w’William H. 
Letter in Mod 
1941, p. 199. 


Butterfield, The Business 
ern Form, Prentice-Hall, 
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written messages. To omit it shows lack 
of consideration and courtesy to the ad- 
dressee. It is the “how do you do” or 
“good morning” of conversation applied 
to the written communication. Failure to 
observe this conventional courtesy by 
omitting the “Dear Sir,” “Gentlemen,” or 
“Dear Mr. Eastwood” distracts the atten- 
tion of the reader from the message and 
focuses it upon the omission. When these 
conventions are observed correctly, the 
reader’s attention quickly moves from 
form to message, and the message is the 
important part of the letter on which it 
is desired that the reader’s attention be 
focused. 


In keeping with the tempo and social 
spirit, modern business salutations and 
closings are quite simple. In addressing 
a man, for example, one might use “Sir:”, 
“My dear Sir:”, “Dear Sir:”, or, “Dear 
Mr. Warner:”. In the case of a woman, 
the following could be used: “Madam:”, 
“My dear Madam:”, “Dear Madam:”, or, 
“Dear (Miss or Mrs.) Warner:”. The 
most commonly used complimentary 
closes in the order of decreasing formal- 
ity are: “Respectfully yours,” “Yours 
truly,” “Sincerely yours,” and “Cordially 
yours.” 


The Significance of Business 
Communications to Modern Business 


How much importance do you attach 
to your business communications? This 
question may be answered by relating a 
true story which sounds stranger than 
fiction. 


“(One fine day in the year 1840, 
one Major Stone was walking along 
a street in Bologne, France. He was 
attracted by the food displays in the 
window of a little shop there and 
went in to make a purchase:] prob- 
ably a bit of cheese or a slice of 
sausage. It had to be something 
small; it also had to be something 
he was to unwrap immediately. 

“The keeper of the shop was named 
Madame Noel. Following the frugal 
custom of the time, she handed the 
major his purchase wrapped in an 
old letter. Soon he was back in her 
shop again. Did she have any more 
such letters? He asked, But yes, 
Madame Noel replied. She had 


bought quite a number of them from 
a dealer in old paper. 


“At this point, Major Stone’s heart 
surely missed a beat. A man of 
trade, he was also a man of learning. 
Enough learning in any case, to 
recognize that letters signed by 
James Boswell shouldn’t be used to 
wrap slices of sausage in. A short 
time later, after an interval of hag- 
gling that attends all such transac- 
tions, Major Stone left the shop in 
possession of nearly 100 letters bear- 
ing the unmistakable signature of 
James Boswell.” 


A similar letter, from Boswell to 
Oliver Goldsmith, discussing the opening 
of She Stoops to Conquer sold for 
$2,500.14 


Business Letters and Public Relations 


Many today still write their letters 
as if they were intended for wrapping 
slices of sausage, though some business 
letters are worth more than $2,500 in 
terms of the business transacted or 
potentially available to the writer. The 
business letter should be regarded as a 
very important instrument of public rela- 
tions. The most commonly used types 
of business letters, the answers to in- 
quiries, the credit letter, the collection 
letter, the adjustment letter, and the 
sales letter all have very definite public 
relations aspects. The last of these, the 
sales letter, is usually regarded as a 
promotional piece, but frequently the 
other four are not written in such man- 
ner. Their good will building possibilities 
are lost because they are developed with 
a narrowness of objective. 


Paul W. Garrett, General Motors Cor- 
poration Vice President and Director of 
Public Relations has said: “Public rela- 
tions is a fundamental attitude of mind 
—a philosophy of management—which 
deliberately and with enlightened selfish- 
ness places the broad interest of the cus- 
tomer first in every decision affecting the 
operation of the business.” This concept 
of public relations is identical in purpose 
to the “you attitude” approach in busi- 


“Hamilton Basso, The Boswell Detective 
Story, Life, December 4, 1950, p. 93. 
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ness letter writing, whereby the writer 
approaches the letter problem in the 
light of the needs, desires, and interests 
of the customer first. 

In business correspondence the choice 
of a letterhead, the quality of stationery, 
the color of the stationery, the manner 
in which the letters are typed, the en- 
velopes which are used, the postage ap- 
plied, the manner of addressing people, 
the words used and the things which are 
said all affect public and consumer rela- 
tions. 


Much of the effectiveness of our mod- 
ern business letters is destroyed by the 
use of “Goggledygook”—historic expres- 
sions such as: “attached hereto,” “yours 
of the 5th received and contents care- 
fully noted,” “enclosed herewith,” “your 
letter of even date,” “I have before me 
your letter,” and “This letter is to advise 
you.” A recent survey conducted by The 
Better Letters Institute showed that 
many outmoded expressions as, “we beg 
to remain” and “pleased be advised that’”’ 
and “I have before me your letter” are 
still in use, although they went out of 
style with high-button shoes. The Insti- 
tute reports an average of 15 such use- 
less words in the average letter, 15 use- 
less words that increase costs. One com- 
pany is reported as saving $34,000 a 
month in its production of 182,000 dic- 
tated letters by merely eliminating such 
anachronisms.15 


The Business Letter and Credit 
Transactions 


Since about 60 to 65 per cent of all 
business is done on a credit basis, the 
full promotional possibilities of the credit 
letter should be realized. A request for 
the opening of an account with a store 
should be regarded as an opportunity for 
service and goodwill and should not be 
answered in a patronizing manner. Every 
letter from a business to a customer con- 
veys a certain feeling or attitude which 
either does things for the business or 


“Business Letters Cost Too Much, Ac- 
cording to Recent Survey,” Edison Voice 
Writing Educator, April, 1950. 


does things to it. The tone of the credit 
letter should convey the “you attitude”; 
it should be a courteous, diplomatic, 
warm, human, friendly letter. 

Among a check list of suggestions for 
humanizing store credit operations by 
the Gray Advertising Agency of New 
York in 1946 was this one: 

“Sell the promotion department on 
the fact that the charge account is, 
or can be and should be, just as valu- 
able as the total circulation of the 
local newspapers, Take letter writing 
out of the hands of the credit man- 
ager; the promotion department is 
better trained for that job. Have the 
promotion department start with the 
letter that goes to the woman who 
inquires about opening a charge ac- 
count; that ought to be a warm, hu- 
man, friendly letter.’’16 

The letter lends itself ideally to the 
carrying on of credit transactions. It is 
confidential, it is dignified, convenient, 
it secures complete information and can 
be used as a permanent record for future 
reference. Moreover, as soon as an ac- 
count is opened, the customer should re- 
ceive a cordial letter welcoming him to 
the store and congratulating him on his 
credit rating and acquainting him with 
the store’s facilities. For example, 
“George Jansen, Inc., of New York noti- 
fied its customers of the opening of their 
accounts on handsome stationery.’’!7 


The Business Letter and Collections 


The letter is a dignified inoffensive and 
effective means of getting delinquent cus- 
tomers to bring their accounts up to date. 
It lends itself to a diplomatic and educa- 
tional approach to the collection problem. 
It is important that the writer have a 
proper philosophy of the whole idea be- 
hind credits and collections. He should 
think of these overdue accounts as cus- 
tomers of the house whose patronage has 
helped to make the business a success 
and whose patronage it is desirable to 
retain. Each concern must establish its 
own policy with regard to the application 
of the collection system. There are vary- 


%Mahoney and Public Relations 
for Retailers, 1949, 138. 


“ibid., p. 136. 
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ing factors and problems in the opera- 
tion of different types of businesses 
which necessitate a variation in proce- 
dure. Generally, the collection system 
implies the sending of statements, formal 
notification or reminding letters and per- 
sonal letters. The latter part of the series 
incorporates appeals to the honor, pride, 
fairness or self-interest of the customer. 
These appeals are called the heart of the 
collection letter and, if adapted to the 
customer, frequently bring either a pay- 
ment or a response from the customer. 
When a customer does not respond to 
any of the conventional procedures some- 
times the “stunt letter” is particularly 
effective. This type of letter bases its 
appeal on an unusual idea and on a 
cheerful approach to the problem. The 
application of the stunt idea requires 
some imagination on the part of the 
writer, but when the idea just captures 
the fancy of the debtor, it can be very 
effective. Similarly, the creditor organi- 
zation should exert care so as not to 
embarrass the customer in any way. 
“From the public relations stand- 
point and sometimes as a matter of 
law, care should be taken not to 
embarrass or to threaten the custo- 
mer. Dunning communications should 
not be sent on postcards or in un- 
sealed envelopes where other resi- 


dents of the same address might see 
them.”’18 


The Business Letter and Adjustments 


There are many reasons why customers 
have cause for complaint against a busi- 
ness. They receive discourteous treat- 
ment, they receive the wrong size of 
something, goods are damaged, the 
goods have not measured up to their 
complete satisfaction, or goods are de- 
livered late. These grievances whether 
real or imagined must be met fairly and 
imaginatively by the adjustment depart- 
ment. They are an excellent opportunity 
to earn the good will and understanding 
of the immediate customer and the public 
at large. A store or a business soon 
becomes known for its fair and consid- 
erate dealing. 


Ibid., p. 140. 


The general plan for writing any ad- 
justment letter is to get in step with the 
claimant by thanking the claimant for 
bringing the matter to your attention or 
to sympathize with his viewpoint, explain 
the facts surrounding the claim, state 
cheerfully the adjustment action you are 
taking and close with a good will state- 
ment. Some businesses such as depart- 
ment stores and mail order houses follow 
a “customer is always right” policy while 
others, the nature of whose business does 
not permit them to be so liberal, seek a 
fair remedy to the situation. 


Some of the more important principles 
to observe in writing adjustment letters 
may be summarized as follows: (1) Look 
at every complaint from the other per- 
son’s viewpoint; (2) answer complaints 
immediately; (3) make cheerful conces- 
sions; (4) give logical explanations; and 
(5) see that your letter indicates a full 
knowledge of all the facts surrounding 
the case. The tone of the adjustment 
letters is spoiled by such negative state- 
ments as: “We are surprised to learn,” 
“you assert,” “you state,” “you say,” 
“we cannot understand,” “we are at a 
loss to know,” and “your complaint.” 
These statements are not conducive to 
the quick settlement of customer claims 
and do not contribute to the building of 
good consumer relations. 


One of the most important principles 
to remember in handling customer griev- 
ances is promptness. When complaints 
are handled promptly and in a solicitous 
manner, they remain in their proper 
perspective. If neglected, and embarrass- 
ment and delay are added to the actual 
damage, the customer is angered. Loss 
of the customer’s patronage and good 
will and perhaps even litigation may 
result. 

An example of imaginative public rela- 
tions is cited in Public Relations for Re- 
tailers by Mahoney and Hession:19 

“When another customer inadver- 
tently took an Atlanta girl’s fur coat 


from Rich’s beauty parlor the day 
before her marriage, the store made 


p. 141. 
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a lifetime customer of her by lend- 
ing her a better coat until her own 
could be located. This did not take 
place until she returned from her 
honeymoon.” 


Customer complaints should be regarded 
not just as a problem, but as an oppor- 
tunity to extend the services and good 
will of the business. 


The Sales Letter 


Direct Mail illustrates another very 
important use of the business letter. Be- 
cause it goes out only to prospects who 
have been placed on a mailing list, it 
can be a sharp-shooting method of sales 
advertising as opposed to the buckshot 
method of most other advertising media. 
“Direct mail has the advantage of selec- 
tivity. This type of advertising is ad- 
dressed only to those who should read its 
message. Waste circulation is avoided 
if the mailing list is carefully weeded 
and kept up to date. The Department of 
Commerce points out that: 

“A first-class mail piece costs 
about six cents delivered to the cus- 
tomer’s home (three cents for the 
stamp, three cents for the material 
and advertising). Sixty dollars per 
thousand is not cheap but this form 
of advertising brings results. It pays 
to use first-class sealed mail.”20 


The use of first-class sealed mail is 
properly emphasized here because there 
is little doubt that it receives preferred 
attention over that of ordinary metered 
mail. Direct mail lends itself to the use 
of color printing and varied sizes of type 
for attention getting and attention hold- 
ing purposes. The sales message may be 
supplemented with envelope stuffers, 
folders, and advertising circulars. One 
well constructed sales message of this 
type is capable of selling merchandise 
in the medium or lower price range. For 
more costly items, the complete sales 
appeal is developed through a series of 
letters, each one of which develops a 
different selling point until the writer 
feels that conviction is established or 
the mailing list is “worn out.” 


»U. S. Department of Commerce, Estab- 
lishing and Operating a Laundry, Indus- 
a (Small Business) Series No. 37, p. 


An important consideration in the writ- 
ing of sales copy for consumers goods is 
the matter of good taste and showman- 
ship. All selling implies a degree of 
showmanship; the ability to capture and 
hold the attention of the prospect. Cer- 
tainly a sales message must not be dull; 
it must move along quickly from one 
point to the next and it must tell its 
story in a dynamic manner. Some valid 
uses of showmanship in the sales letter 
are: the use of novel opening paragraphs; 
the story opening; the question opening; 
the statement of fact; setting up a stand- 
ard and demonstrating how the product 
or service compares to it; dramatizing a 
product’s differentiating qualities or dis- 
cussing the advantages which it has over 
that of its competitors; talking about 
operating facts and giving production 
statistics; and, citing names and loca- 
tions of legitimate and prominent users, 
accompanied by photographs if possible. 


Good taste and restraint must accom- 
pany showmanship if the sales letter is 
to be effective. Generally, one should 
avoid the use of superlatives and exag- 
gerated statements such as: “We will 
not be undersold,” “We sell for less,” 
“America’s leading,” “The world’s lead- 
ing,” “The rarest,” “the finest,” “the 
choicest,” “the best,” and “the great- 
est.”21 The skillful sales writer will 
rather develop those talking points which 
a product has which may give evidence 
of its superiority. 


The following statement of Frank W. 
Lovejoy, sales executive of Socony-Vacu- 
um Oil Company is significant: 


“The popular impression of show- 
manship is that it has the connota- 
tion of being spectacular, gaudy, 
with over much of the circus appeal, 
etc. But that’s not what I’m talking 
about. Showmanship in business is 
more the art of timing, the process 
of dealing with the public in a way 
that meets its approval. Showman- 
ship refers to the facility with which 
we present and portray our business 
personality . .. a touch of drama, 


2Excluded by St. Louis Better Business 
Bureau except where they could definitely 
be substantiated. Mahoney and Hessians, 
op. cit. p. 217 
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because the public always like a 

show. What we want in showman- 

ship is that which pleasingly conveys 

our motives so that the consumer 

has a good time being educated.”22 

In the final analysis, it is not sufficient 
to merely capture a man’s attention by 
the use of some novel device. The letter 
must show him how the product or serv- 
ice advertised fits in with his scheme of 
things. 


In the inauguration and conduct of a 
Direct Mail Sales campaign, it is impor- 
tant that the businessman have “The 
Service Viewpoint.” One student of re- 
tailing notes: 

“If we apply to publicity the prin- 
ciple that a store is successful to 
about the same degree in which it 
serves society, we come to the result 
that publicity is most profitable 
when it is a real service to the custo- 
mers. And it is a service, not when 
it attempts to force unwanted mer- 
chandise on the public, but when its 
entire purpose is to help the public 
to buy the best values. Publicity 
should not be a service to the store 


buyers, but a service to the custo- 
mer.””23 


Evidence of Recognition of the 
Communications Problem 


There has been a great deal of evidence 
in recent years of the growing interest 
and recognition of the part which busi- 
ness communications plays in improving 
public relations. Increasing numbers of 
business concerns are providing time for 
lecture-discussion sessions on “how to 
improve business communications.” An 
article in Fortune Magazine, November, 
1950, called “The Language of Business” 
states :24 


“For all its Faults, business lan- 
guage is the subject of plenty of 
good news. Over a third of top U. S. 
corporations, a Fortune sample indi- 
cates, have set up some sort of pro- 


2Statement of Frank W. Lovejoy from 
Practical Public Relations—Rex F. Harlow 
and Marvin M. Black, Harper & Brothers, 
1947, p. 151. 


Reprinted from Edwaré A. Filene, Next 


Steps Forward, Harper & Brothers, pp. 
149-150. Mahoney & Hessians, op. eit. p. 


““The Language of Business’, Fortune, 
Nov., 1950, p. 117. 


gram to improve it. Monsanto Chem- 
ical and Glidden Co. are working on 
both letters and interoffice memos. 
‘In our campaign to simplify com- 
munications,’ reports Glidden’s Presi- 
dent Dwight Joyce, ‘we encourage 
‘Yes’ and ‘No’ answers, which in turn 
makes for briefer, clearer questions,’ 
Montgomery Ward uses slide films to 
show its people how to write good- 
will-building lettérs. Numerous 
banks, insurance companies, and de- 
partment stores have engaged ex- 
perts to simplify and personalize 
their letters. And over the past two 
years the ‘Cy’ Frailey business-cor- 
respondence courses sponsored by 
the Dartnell Corporation in major 
cities of the U. S. have attracted 
25,000 executives. 


Recently, various correspondence needs 
and interests in both large and small 
enterprises have been met by the estab- 
lishment of “on the job training” pro- 
grams. For example, one local machinery 
manufacturer has established a course in 
business correspondence for home office 
employees and has set up a complete kit 
of guide letters for distant personnel. 
Such programs give ample evidence that 
the field has gained recognition and is 
now given real emphasis by modern busi- 
ness organizations which have come to 
regard it as one of the most important 
elements in both public, business, and 
consumer relations. 


The communications programs which 
have become a part of the Collegiate 
Schools of Business Administration Cur- 
ricula today are further evidence of the 
recognition of the importance of this field. 
The adoption of courses in business writ- 
ing and reports by our leading schools of 
technology gives evidence of the general 
recognition given to the part which ef- 
fective communication plays, even in this 
highly specialized field. In addition, to 
training in the most common correspond- 
ence procedures, the more progressive 
Schools of Business have incorporated 
courses in sales correspondence, em- 
phasizing the most modern direct-mail 
procedures. Thus, the humble art of 
business writing has grown to a new 
and recognized stature in university busi- 
ness curricula, 
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Four score and seven years ago... . 
how familiar that opening phrase is to 
Americans. Few, however, stop to pon- 
der what a brief interval in the perspec- 
tive of history Mr. Lincoln described at 
Gettysburg in 1863. Yet, it was the en- 
tire span of our history as a nation. 


ANOTHER four score and seven years 
have elapsed since that bleak November 
day when he made that memorable dedi- 
cation address. A few centenarian sur- 
vivors of that struggle are living today. 
The vast growth in power and economic 
strength, which in this short period of 
less than one and three-quarter centuries 
has made America indubitably the leader 
of the world, came in the latter of these 
two periods. In fact, the lusty young 
nation of the machine age of the latter 
part of the 19th century became the eco- 
nomic colossus of the 20th century. Paral- 
leling this phenomenon was the evolution 
of the banking structure. 


It is, strange to think of an America 
without the facilities of a bank, and yet 
the first bank of deposit and discount 
was not seriously contemplated until 
Robert Morris laid plans for what be- 
came the Bank of North America. His 
letter of June 11, 1781 to John Hancock, 
Esq., Governor and Commander-in-Chief, 
Massachusetts Bay Colony, so aptly de- 
scribes the need of the times that it is 
worth repeating in full here. 


*Harold W. Scott is the Vice President of 
‘the Pennsylvania Company for Banking 
and Trusts. 


1This paper has been excerpted from an 
address delivered by Mr. Scott at the 
Annual Philadelphia Accounting Forum, 
presented under the auspices of the Phila- 
delphia Chapter of the Pennsylvania Insti- 
tute of Certified Public Accountants, April 
20, 1950. 


Banking—Then and Now 


by HAROLD W. SCOTT* 


“Philadelphia, June 11th, 1781 
“Sir: 


“No doubt you have seen in the 
Publick Papers the plan for estab- 
lishing a National Bank, the neces- 
sity of which everybody sees that 
allow themselves the least time for 
reflection on the present state of 
Public Credit. All the Publick Bodies 
in America have more or less lost 
the confidence of the World as to 
money matters, by trying projects 
and applying expedients to stop a 
course of depreciation which original 
errors had fixed too deep, to admit 
of any radical cure—it is in vain to 
think of carrying on War any longer 
by means of such depreciating cur- 
rency and at the same time an effi- 
cient circulation of paper that cannot 
depreciate is absolutely necessary to 
anticipate the Revenues of America. 
A National Bank is not only the most 
certain, but will prove the most use- 
full and economical mode of doing so. 
It is therefore of the utmost impor- 
tance that this first essay confined 
as it is in point of Capital should be 
brought into action with the greatest 
expedition, I am sensible that plans 
of Publick Utility however promising 
and pleasing they may be on their 
first appearance soon grow languid 
unless it be the particular business 
of some man or set of men to urge 
them forward, this will be said to be 
my duty in the present instance, but 
as I cannot be everywhere, I must 
apply for support to gentlemen of 
your character & zeal for the service 
of their country requesting in the 
most earnest manner that you will 
urge your Friends and Fellow Citi- 
zens to become proprietors of the 
Bank Stock, every subscriber will 
find his own interest benefited in pro- 
portion to the capital he deposites 
and I dare say few will find the other 
parts of their Fortunes to yield them 
so large or so certain an Income as 
the Stock they have in the Bank 
and at the same time they will have 
the satisfaction to be considered for- 
ever, as the promoters of an institu- 
tion that has been found beneficial to 
other Countries and inevitably must 
be so in the highest degree to this, 
an Institution that most probably 
will continue as long as the United 
States, and that will probably be- 
come as usefull to commerce and 
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agriculture in the days of Peace as 
it must to Government during the 
War. 

“The capital proposed is but small 
when the extent of riches of the 
United States are considered, but 
when put in motion the benefits flow- 
ing from it will be so perceptible 
that all difficulty about encreasing 
the capital or securing its credit will 
vanish, and we shall only have to 
appeal to the interest of Mankind 
which in most cases will do more 
than their Patriotism but there have 
been and will continue to be many 
instances where interest is sacrificed 
to Patriotism and in that belief I 
ask you to devote some of your time 
to promote this infant plan which as 
it gathers strength, may in the end 
prove the means of saving the Liber- 
ties, Lives and Property of the 
virtuous part of America. My good 
opinion of you is an excuse for 
giving you this interuption. 

“I will very soon do myself the 
honour of writing your excellency a 
private letter and in the meantime, 
my best wishes attend you and yours. 

Your Obed. Serv. 
/s/ Robert Morris 


“His Excellency 

John Hancock, Esq. 

Go. & Com. in Chief 
Massachusetts Bay Colony.” 


It will be remembered that our early 
Colonial history was one of rapid growth 
in population and commerce with barter, 
a considerable factor because of the lack 
of an adequate supply of money as a 
medium of exchange. Specie, or hard 
money, was relatively scarce and, with 
the exception of the attempts by Massa- 
chusetts and Pennsylvania to provide 
paper currency through Colonial Loan 
Offices at various periods from 1714 for- 
ward, there was no acceptable substitute 
for specie as such medium of exchange. 
To finance the Revolutionary War, the 
Continental Congress issued its currency, 
but having no security, no real revenues, 
and with the national credit not yet es- 
tablished, the printing press money story, 
strongly in evidence in many parts of 
the world in the 20th century, soon was 
told. It is related that men used Con- 
tinental currency to light their pipes, 
tucked them as cockades in their hats, 


and even used them in lieu of feathers in 
cases of tarring and feathering of scoun- 
drels and Tories, It is from this dis- 
respect of the paper currency that the 
current phrase, which has come down to 
us through the generations, “not worth 
a Continental,” allegedly had its origin. 


The situation in which the infant na- 
tion found itself made it possible for 
Robert Morris, Thomas Willing, Tench 
Francis and others to organize sufficient- 
ly so that application was made to the 
Continental Congress for a charter, 
which was granted to the President, 
Directors and Company of the Bank of 
North America on December 31, 178]. 
The Commonwealth of Pennsylvania, 
jealous of its prerogatives, insisted that 
the bank be operated under a Pennsyl- 
vania charter, which was granted. The 
bank opened for business on January 7, 
1782, with Mr. Willing as the first Presi- 
dent and Mr. Francis as the first Cashier. 
It served its purpose so well that Alexan- 
der Hamilton of New York contemplated 
establishing a branch of the bank in 
his city. A committee visited Philadel- 
phia to examine the operation, and Mr. 
Hamilton, on the basis of their findings, 
determined to found a separate institu- 
tion. This “Bank of New York,” began 
operations in 1784 and is still functioning 
under the name, “Bank of New York 
and Fifth Avenue Bank.” In Philadel- 
phia, however, there remained for some 
years only the one bank. 


In these early days, although the insti- 
tutions carried a commercial function, 
it was not entirely similar to that of 
today. Checks were much less formal 
documents, for example. Specimens 
owned by The Pennsylvania Company for 
Banking and Trusts, successor by merger 
to the Bank of North America & Trust 
Company which earlier succeeded the 
Bank of North America, are slips of 
paper addressed to “The Bank” and are 
in request form, e.g., “Please pay to my 
Servant.” The earlier ones were all 
quoted in ninetieth part dollars. 


As the commerce of the country grew, 
it became the general belief that a Fed- 
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eral institution should be created, and 
hence the Bank of the United States was 
chartered and operated from 1791 to 
1811, at which time its charter expired 
without renewal because of the general 
public opinion that the bank was a poli- 
tical menace, One Senator declared it to 
be a nefarious agent of George III en- 
deavoring to defeat us from within. How- 
ever, after the experiences of the War of 
1812 it was deemed necessary to make 
a second attempt and a new institution 
was chartered in 1816, also called “Bank 
of the United States,” although com- 
monly known as the “Second Bank of the 
United States.” It was this institution 
which had branches in various cities that 
President Andrew Jackson attacked in 
his campaigns and, which, by resolution 
of its Board of Directors, authorized its 
President, Nicholas Biddle, to expend 
funds opposing the candidacy of Mr. 
Jackson. Its squabbles and problems 
constitute a history in themselves. 


During the early part of the 19th 
century, banks were chartered by the 
various state legislatures by special 
legislation in the case of each institution. 
There were no banking codes, no stand- 
ardized practices, no specific reserve re- 
quirements, no regulations and no public 
supervision by officials of the chartering 
body. As a consequence, the bank notes 
which were issued by the various insti- 
tutions came to have varying values in 
the purchase of goods and services, de- 
pending entirely upon how well known 
to the recipient the issuing bank was. 
This bank currency, far from having the 
stability of purchasing power and the 
strength of credit of our present Federal 
currency, was frequently the subject of 
arbitrage. A drummer from Philadelphia 
travelling in New Hampshire might be 
tendered the note of a little known bank 
in Philadelphia for which he would give 
a value equivalent to only 80 cents, later 
using the note in Philadelphia where it 
would pass currently for face value. 


Gradually the need for systematizing 
bank requirements became apparent. 
However, it was not until the pressures 


of the Civil War period when the green- 
backs of the Federal Treasury were sell- 
ing at a discount in specie or gold certi- 
ficates, that it was possible to bring all 
bank notes to a common acceptance at 
par. This was achieved by Salmon P. 
Chase, Secretary of the Treasury in Mr. 
Lincoln’s cabinet, who conceived and ob- 
tained passage by Congress of the Na- 
tional Bank Act of 1863. Under this 
method, the individual banks were privi- 
leged to buy a special issue of Federal 
Government Bonds which, in turn, were 
deposited with the Comptroller of the 
Currency in Washington, D. C. as secur- 
ity for the issuance of a like amount of 
National Bank Notes, These notes bore 
the name of the United States of America 
and were legally receivable for all public 
purposes except the payment of duties. 
They bore also the name of the issuing 
bank with spaces for the signatures of 
the president and the cashier. The plates 
for this currency were made and retained 
by the Bureau of Engraving in Washing- 
ton, in the same manner as are those 
for Federal currency. As the volume of 
use increased, the manual signing of 
these notes by the president and the 
cashier became too burdensome and com- 
panies such as American Bank Note 
Company made plates of their signatures 
which were imprinted on the notes pre- 
viously made by the Bureau of Engrav- 
ing. 

At the same time, the Congress put 
through a heavy tax on the circulation 
of bank notes previously issued by indi- 
vidual state banks, making this practice 
so unprofitable that it was discontinued. 
However, in order to qualify for the 
new form of circulation (National Bank 
Currency), the banks had to give up 
their State charters and accept Federal 
charters under the National Banking Act. 
The first bank to be formed under the 
Act as a new institution was the First 
National Bank of Philadelphia, Charter 
No. 1, organized by Jay Cooke, financier 
of the Civil War. Special appeals were 
made to the Bank of North America, as 
the oldest institution in the country, to 
put its seal of approval on the new legis- 
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TABLE 1 


Summary of Bank Assets and Liabilities, 
June 30, 1860 


Assets 
Cash and due from banks. . .$195,664,000 


Loans and discounts ....... 691,946,000 

Total resources .......... $999,859,000 

Liabilities 

Other liabilities ........... 61,142,000 
Capital surplus and 

undivided profits ........ 421,880,000 

Total liabilities and 

capital 


$999,859,000 


lation by surrendering its State charter 
and accepting a new one under the Act. 
Finally, as an inducement, it was granted 
the privilege of retaining its name with- 
out the addition of the word, “National,” 
or the letters, N. A. for National Asso- 
ciation, or N.B.A. for National Banking 
Association. It was the only institution 
so honored. 


Some measure of the size of the bank- 
ing business in the United States in 1860 
may be obtained from an examination of 
Table 1. In the following 90 years the 
business has increased tremendously. The 
deposits of just one bank, the successor to 
the Bank of North America, for example, 
were well over $600 million at the close 
of 1950 and numerous others were in the 
billion dollar class. (See Table 2.) The 
total of all bank deposits in the United 
States as of June 30, 1950 came to $163.8 
billion, a total more than 163 times as 
large as that in the era of the Civil War. 

As the machine age and the railroad 
expansion made themselves felt follow- 
ing the Civil War, the need for a circu- 
lating medium of exchange was greatly 
enlarged. During that period the Federal 
debt, vastly increased during the Civil 
War, was rapidly reduced. Thus the 


TABLE 2 | 


Bank Deposits, Federal Debt, and 
National Income in 1900 and 1950 


Total bank deposits, U.S.A. 


1900 $ 8,518,000,000 

Federal debt, 

June 30, 1900 ........ 1,263,000,000 

June 30, 1950 ........ 257,377,000,000 
National income year 

1900, estimated ...... 16,158,000,000 

1950, estimated ...... 277,000,000,000 


anomaly of an increased need for cur- 
rency and a shrinkage of the base on 
which it might be issued was experienced. 
The result was a series of money panics. 
After years of study by special commit- 
tees of Congress, the Federal Reserve 
Act, making provision for a flexible cur- 
rency and segregation of bank reserves, 
was adopted in 1913. As a natural evolu- 
tion, there was constant improvement in 
regulations covering bank operations, ex- 
aminations and standardization of re- 
quirements. The many State chartered 
institutions, which either had declined to 
transfer to National charters or had been 
chartered by the respective States after. 
the passage of the National Bank Act, 
were given the privilege of membership 
in the Federal Reserve System by com- 
plying with its requirements and subject- 
ing themselves to the joint control and 
supervision of the chartering State and 
the Federal Reserve authorities. The Fed- 
eral Reserve Currency replaced the old 
National Bank Currency, and the result- 
ant flexibility enabled the banking system 
all over the country, still on a private 
enterprise basis, to meet the vast require- 
ments of the nation’s economy in the 20th 
century and, incidentally, made possible 
the financing of two World Wars. (See 
Table 2) 

Early bank loans were made largely on 
the basis of personal knowledge and gen- 
eral reputation. The transactions were 
small enough so that the business acu- 
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men of the borrower was the principal 
element of safety. Financial statements 
were virtually unknown, and the science 
of accountancy was in its most rudimen- 
tary form. As recently as 50 years ago, 
credit files, as such, were the exception 
rather than the rule. Many of the notes 
discounted in the 18th century had pre- 
viously passed from hand to hand in 
settlement of debts, accumulating a 
series of endorsements prior to maturity. 
These were frequently referred to as 
“bills of hand.” The practical effect was 
that few businessmen knew the exact 
extent of their contingent liabilities, 


In the series of canal and land specula- 
tions in the period from 1790 forward 
for several decades, many prominent 
leaders became financially embarrassed. 
Perhaps the most famous occupant of 
Prune Street Prison as a debtor was 
Robert Morris, financier of the Revolu- 
tion and founder of the first bank. His 
incarceration in the gaol which stood on 
the present site of the Penn Mutual Life 
Insurance Company building at 6th and 
Walnut Streets, created a rising tide of 
resentment against debtors’ prisons re- 
sulting in their abolishment and the 
gradual evolution of much more humane 
and practical bankruptcy laws. 


Investments, as such, in the 19th cen- 
tury were limited to railroad bonds and 
a few industrials, later augmented by 
the utility issues. In World War I, which 


caused a 2500 per cent increase in our 
Federal debt in a period of two years, 
Federal indebtedness began playing an 
important part in the total invested re- 
sources of banks. This became more 
evident with the deficit financing of the 
1930’s and finally became of tremendous 
significance in the aggregate balance 
sheets of banks as the result of the 
deficit financing of World War II. The 
practical effect has been to make deposit 
dollars very much more plentiful, thus 
enabling the banking system to provide 
the means of financing the tremendously 
expanded total national production. Cur- 
rency in circulation was very much en- 
larged, $25,185.0 million outside banks on 
June 30, 1950, but the purchasing power 
of the dollar was much less in terms of 
goods. 

The banking world of today has such 
a wide variety of facilities, many un- 
heard of 100 years ago, and in some in- 
stances, even 25 years ago, ranging all 
the way from personal unsecured credit 
through financing of consumer install- 
ment sales to intermediate term credit, 
that bankers of the earlier days might 
well look aghast. However, the purpose 
of banking is essentially service, and 
banks have adapted their facilities to the 
current requirements of this dynamic eco- 
nomy, which will not celebrate its 175th 
birthday until July 4, 1951 and where the 
oldest bank, through its successor, is but 
170 years of age. 
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Amortization of Emergency Facilities 
by WILLIAM T. RULE* 


Amortization of emergency facilities 
over a 60-month period under certifi- 
cates of necessity, as provided by the 
Revenue Act of 1950, is discussed in 
detail and compared with the similar 
provision from the Act of 1940. Several 
important differences, such as the lack 
of provision in the new law for any 
shortening of the amortization period 
and a restriction on the application of 
the capital gains and losses provisions 
as they might affect sales or exchanges 
of such facilities are explained. 


Tue Second Revenue Act of 1940 enacted 
section 124 of the Internal Revenue Code, 
a provision that allowed corporations to 
amortize facilities that were certified to 
be necessary to national defense over a 
period of 60 months, such amortization 
to be in lieu of the usual deduction for 
depreciation. The purpose, of course, 
was to stimulate production for the war 
effort. Now, just ten years later, the 
Revenue Act of 1950 carries a similar 
provision,! designated as section 124A 
of the Internal Revenue Code. In many 
ways it is parallel to the pre-existing 
section but it affects it in no way. The 
new provision has been made effective 
for taxable years beginning after Decem- 
ber 31, 1949. It is the purpose of this 
article to examine some of the methods 
of applying this new section and to note 
some of the points of similarity and dif- 
ference between it and the previous pro- 
vision covering the same problem. 


SOME DEFINITIONS 


For the purpose of this provision any 
property to be covered must be desig- 
nated by a certificate of necessity. Under 
Executive Order No. 10172 issued October 


*William T. Rule is an Associate Professor 

of Accounting in the Temple University 
School of Business and Public Adminis- 
tration. He is also a Certified Public Ac- 
countant of Pennsylvania. 


IP.L. 814, Revenue Act of 1950, Sec. 216. 


10, 1950, the Chairman of the National 
Security Resources Board, or his duly 
authorized representative, was desig- 
nated as the certifying authority. Under 
the terms of the Act, he will be respon- 
sible for determining what facilities or 
portions thereof are necessary in the 
interest of national defense during the 
emergency period and for which certifi- 
cates of necessity will be issued. How- 
ever, all applications for such certificates 
are to be referred by the National Secur- 
ity Resources Board to the governmental 
agency or officer concerned for investi- 
gation and recommendation? which will 
serve as a basis for final action by the 
certifying authority.3 


While the issuance of the certificates 
of necessity is the responsibility of the 
Chairman of the National Security Re- 
sources Board, the actual allowance of 
the deduction for amortization of emer- 
gency facilities is the province of the 
Commissioner of Internal Revenue. Reg- 
ulations issued by the Chairman on Octo- 
ber 27, 1950 expressly state, “It will be 
incumbent upon taxpayers electing to 
take the amortization deduction to estab- 
lish to the satisfaction of the Commis- 
sioner of Internal Revenue the identities 
of the facilities, the costs thereof and the 
dates relative thereto,”4 and this section 
is also a part of the Code.5 


A question of definition immediately 
arises. Section 124(a) states, “Every 
person ... shall be entitled to a deduc- 
tion with respect of any emergency facil- 
ity ... based on a period of sixty 
months.” In the first place, it may be 
noted that the Act of 1940 provided for 
the amortization deduction based on a 
60 month period for corporations alone. 
It was not until 1942 that it was ex- 
tended to include all persons. The pre- 
sent provision applies to all persons, 


2Regulations, N.S.R.B., Part 600.3(f). 
3Regulations, N.S.R.B., Part 600.3(g). 
‘Regulations, N.S.R.B., Part 600.3(h). 
5P.L. 814, Sec. 216(a). 
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meaning corporations, individuals, part- 
nerships, estates, etc.® 

Secondly, there is the question of what 
constitutes an emergency facility. An 
emergency facility is defined in the Act 
as any “facility, land, building, machin- 
ery, or equipment, or any part thereof, 
the construction, reconstruction, erection, 
installation or acquisition of which was 
completed after December 31, 1949, and 
for which a necessity certificate has been 
issued.”7 It therefore becomes necessary 
to determine the part of the facility 
which was acquired or completed after 
December 31, 1949, and further, the part 
of such facility which is necessary to the 
national defense. 


In determining the date as of which 
a facility may have been acquired, for 
the purpose of this Act, there may be 
several possibilities, For example, the 
date on which physical possession was 
consummated may be taken, Other pos- 
sibilities include the date on which actual 
use began and the date on which title 
was formally transferred. It is likely 
that the usual accounting practice of 
beginning depreciation as of the date op- 
erations began will be allowed, if it may 
be assumed that there is no unreasonable 
lapse of time between completion or ac- 
ceptance of title and the date actual use 
is begun. 

A similar question arises in determin- 
ing the date of completion. As was true 
in the case of acquisition, the date as- 
sumed may be that on which production 
or other use was begun or the date of 
physical completion. Again, it is likely 
that date of use will prevail, assuming 
no unreasonable delay, although in the 
usual case where use follows completion 
closely or is coincident with it, it would 
make little difference. 


Determination of Necessity 

To determine necessity to national de- 
fense, the National Security Resources 
Board has laid down a number of criteria 
in its regulations. First, the facilities 


®1.R.C. Sec. 3797(a) (1). 
71.R.C. Sec. 124A(d)(1). 


must be needed to produce materials or 
services necessary directly to the Armed 
Forces of the United States or to auxil- 
iary personnel for civil defense, for the 
Atomic Energy Commission, for any 
activities in connection with the Mutual 
Defense Assistance Act, and/or materials 
or services necessary to the production 
of other materials or services required 
for national defense during the emer- 
gency period, or otherwise necessary in 
the interests of national defense.® 


Second, there must be an “existing 
or prospective” shortage of the facilities. 
This is further amplified, and shortage is 
defined explicity, relative not to the indi- 
vidual or company involved, but to an 
over-all or nation-wide industry short- 
age.9 

Third, in determining the portion of 
the facility which is to be certified, the 
probable economic usefulness of the item 
for other than defense purposes after 
five years will be taken into considera- 
tion.19 Considering present economic un- 
certainties, this criterion would seem to 
be difficult to apply. 


Fourth, facilities acquired from a go- 
ing concern or second-hand facilities 
will not be certified unless it can be 
shown that their acquisition resulted in 
a substantial increase in usefulness to 
the defense effort or that their non- 
acquisition would have resulted in a loss 
of usefulness. Similarly, replacements of 
existing facilities will not be certified if 
they would have been made regardless of 
emergency or the defense effort. As was 
true with the former law, land also may 
be certified and amortized.11 However, 
just as in the old law, properties subject 
to depletion, such as mines or oil wells, 
will not be eligible, for the amortization 
deduction is allowed in lieu of the depre- 
ciation deduction provided by section 
23(1) of the Code. This deduction is for 
depreciation or obsolescence and must be 
distinguished from section 23(m) which 


8Regulations, N.S.R.B., Part 600.2(a). 
*Regulations, N.S.R.B., Part 600.2(b). 
Regulations, N.S.R.B., Part 600.2(c). 
"Regulations, N.S.R.B., Part 600.2(d). 
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provides for a deduction for depletion.!2 


Finally, a number of criteria of a 
rather general nature, such as the pro- 
motion of competitive enterprise, location 
of the facility with respect to military 
security, methods of financing, etc. are 
listed. 


Applications for Certificate of Necessity 


Applications for certificates of neces- 
sity are required to be filed, in the case 
of facilities acquired subsequent to Sep- 
tember 23, 1950, or whose construction, 
reconstruction, erection or installation 
was begun after that date, within six 
months of such acquisition or the begin- 
ning of construction, reconstruction, erec- 
tion or installation. If the acquisition or 
the beginning of construction, recon- 
struction, erection or installation oc- 
cured on or before September 23, 1950, 
then application must be filed on or 
before March 23, 1951. Thus the date 
of acquisition or of the beginning of con- 
struction, despite the difficulties of ac- 
curate determination, becomes vitally 
important. 


The time element is important in sev- 
eral ways. No amortization deduction 
may be taken until a certificate of neces- 
sity has been issued and forwarded by 
the National Security Resources Board 
to the Commissioner of Internal Revenue. 
Further, the taxpayer, before claiming 
such deduction, must have filed with the 
Secretary of the Treasury an election 
to take the amortization deduction and 
to begin amortizing either with the 
month following the month of comple- 
tion or acquisition or with the succeeding 
taxable year.13 It may be necessary in 
some cases for the taxpayer to file a 
return claiming the usual deduction for 
depreciation and then, after the issuance 
of the certificate of necessity, to file an 
amended tax return and a claim for re- 
fund. This may also occur in the case 
of a taxpayer who wishes to elect to 
begin amortization with the month fol- 


#27.R.C. Section 124A(a). 
180.R.C. Sec. 124A(b). 


lowing the month of acquisition or 
completion. 


Further, in line with regulations issued 
under the prior law,!4 it would seem that 
only that part of a facility which is con- 
structed, reconstructed, erected or in- 
stalled after December 31, 1949 may be 
certified as necessary.15 Final decisions 
on problems arising under this provision, 
for tax purposes, however, will be made 
by the Commissioner of Internal Revenue. 


As was the case under prior law, capi- 
tal additions not included in an original 
certificate of necessity will be treated 
as if they were new facilities. New cer- 
tificates of necessity will be required for 
such additions and for purposes of deter- 
mining the adjusted bases, and the amor- 
tization periods will be treated as sep- 
arate and distinct units.16 The additions 
will not be treated as adjustments to the 
original basis. 


Amortization and Depreciation 


In many instances, if not most, de- 
preciable assets will be subject partly to 
amortization and partly to depreciation. 
Only that part of any facility which was 
acquired, or construction, reconstruction, 
erection or installation completed after 
December 31, 1949, and further, only that 
part deemed to be necessary to the na- 
tional defense, will be certified. That 
part, therefore, which is covered by a 
certificate of necessity may be amortized 
over the 60 month period. Any excess 
which is not included in the certificate of 
necessity and which represents depreci- 
able property will, for tax purposes, be 
depreciated in the usual manner under 
section 23(1).17 


In the 1940 Act there were a number 
of provisions under which the amortiza- 
tion period could be shortened. For ex- 
ample, if the end of the emergency period 
occurred, by Presidential proclamation, 
prior to the end of the 60 month period, 


— tax regulations III, Sec. 29.124- 


124A(d) (1). 
124A(e) (2). 
124A(f). 
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the taxpayer could elect to redetermine 
his amortization period on the basis of 
a number of months beginning with the 
first month after acquisition or comple- 
tion, and ending with the month in which 
such proclamation was made. On the 
basis of such calculation, he would be 
entitled to compute or recompute all 
affected federal taxes and claim refunds 
by reason of the increased deductions for 
amortization.18 


Further, if, before the expiration of 
the 60 month period, the facility ceased 
to be necessary to national defense, and, 
if the certifying authority issued a cer- 
tificiate of non-necessity, the taxpayer 
again was allowed to determine a new 
amortization period. This new period 
would begin with the month following 
acquisition or completion and end with 
the month in which the certificate of 
non-necessity was issued. Again, all rele- 
vant federal taxes would be computed 
or recomputed and refunds claimed. A 
similar provision affected facilities not 
completed at the time emergency use 
ceased, 


There are no such shortened amortiza- 
tion periods under the new law. How- 
ever, at any time before the end of the 
60 month period, the taxpayer may elect 
to terminate the rapid amortization, but 
there is no recomputation for a short- 
ened period. Termination will be followed 
by treating any remaining undepreciated 
amount as if it were a non-necessity item 
and depreciation would be handled in the 
usual manner over the remaining useful 
life of the facility.19 


Taxation of Capital Gains 

The new law has added a change in the 
taxation of gains resulting from the sale 
or exchange of assets subject to amorti- 
zation on the 60 month basis. Formerly, 
it was possible to take advantage of the 
increased amortization deductions and 
then to have gains from the sale or ex- 
change of such assets taxed as capital 
gains rather than as ordinary income. 


WRegulations III, 29.124-4. 
WILR.C. Sec. 124A(c). 


Any gain from such sale or exchange, to 
the extent of the amount by which amor- 
tization exceeded ordinary depreciation, — 
will now be considered to be ordinary 
income. Any gain remaining may be 
treated as capital gain, if the capital 
gains provisions apply.2° 

To illustrate, the following facts may 
be assumed. 


Depreciable asset acquired.June 30, 1950 
Certificate of Necessity 


Date OF sales... January 1, 1953 
$100,000.00 
Amortization claimed 

Adjusted basis 

Jantiaty 50,000.00 
Ordinary depreciation—20 

12,500.00 


In the example as stated, the amortiza- 
tion of $50,000 exceeded the ordinarily 
allowable depreciation of $12,500 by 
$37,500. Therefore, the total gain of 
$40,000 would be taxed as ordinary in- 
come to the extent of $37,500. The 
capital gains provisions may be applied 
to the remaining $2,500, however, de- 
pending on the circumstances of the 
particular case. 

The Act of 1950 also contains a method 
of treatment taxwise of payments by the 
United States for the unamortized costs 
of facilities, a method which parallels 
that outlined in the prior Act of 1940.21 
Payments to contractors by the United 
States for facilities will ordinarily be 
included in gross income, and consequent- 
ly taxable. This paragraph provides in 
certain circumstances for offsetting of 
this income, and, in effect, rendering it 
non-taxable. The amortization deduction 
for the month in which payment occurred 
may be equal to the amount of that pay- 
ment (though not in excess of the ad- 
justed basis) provided the payment is 
certified by the certifying authority as 
being compensation to the taxpayer of 


Ibid. 
™I.R.C. Sec. 124A(g) (1). 
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the unamortized cost of the emergency 
facility made because “. . . a contract 
with the United States involving the use 
of the facility has been cancelled by its 
terms or by cancellation, or the tax- 
payer had reasonable ground . . . for 
anticipating future contracts involving 
the use of the facility, which future con- 
tracts have not been made.” A similar 
provision is included covering the in- 
stance in which the taxpayer is not en- 
titled to the amortization, presumably 


because, while the facility is covered by a 
certificate of necessity, he had not elected 
to avail himself of that deduction. Under 
those circumstances, and providing the 
proper certification is made by the cer- 
tifying authority, the depreciation de- 
duction for the month in which payment 
is made may be increased to equal the 
amount of such payment, though it may 
not be in excess of the adjusted basis.22 


21.R.C. Sec. 124A(g) (2). 


PHILADELPHIA BUSINESS INDEX 


The September issue of the Bulletin 
presented a new index of general busi- 
ness conditions in the City of Philadel- 
phia. The series, prepared by Robert T. 
Kline, was designed to reflect economic 
activity exclusively within the boundary 
of the city. The computation of the City 
of Philadelphia Index was based upon a 
combination of statistical series repre- 
senting (1) industrial electric power 
sales; (2) indexes of employment and 
employee-hours; (3) department store 
sales; (4) bank debits; and (5) total 
construction. The base period was the 
average month for the year 1947. The 
following table presents the index for 
years 1939 through 1949 and by month 
from July to December, 1950. For a com- 
plete description of the method see “A 
Measurement of General Business Con- 
ditions in the City of Philadelphia.’ 


1Robert T. Kline, “A Measurement of 
General Business Conditions in the City 
of Philadelphia,’ Economics and Business 
Bulletin, School of Business and Public 
Administration, Temple University, Phila- 
delphia, Pa., September, 1950, pp. 33-40. 


Index of General Business Conditions, 
City of Philadelphia 


1947 — 100 
Year Index Number 
1939 73 
1940 17 
1941 96 
1942 99 
1943 106 
1944 106 
1945 98 
1946 100 
1947 100 
1948 103 
1949 97 
1950 107.8 p 
1950 July 103.9 
August 112.4 
September 114.8 
October 113.4 
November 113.0 
December 114.5 p 


p—preliminary 
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